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outside the table and in a manner sub-
stantially similar to Model Clause H-
4(J) in appendix H to this part.

(ii) If the balloon payment is sched-
uled to occur at the same time as an-
other payment required to be disclosed
in the table pursuant to paragraph
(8)(3) or (s)(4) of this section, then the
balloon payment must be disclosed in
the table.

(6) Special disclosures for loans with
negative amortization. For a negative
amortization loan, the following infor-
mation, in close proximity to the table
required in paragraph (s)(1) of this sec-
tion, with headings, content, and for-
mat substantially similar to Model
Clause H-4(G) in appendix H to this
part:

(i) The maximum interest rate, the
shortest period of time in which such
interest rate could be reached, the
amount of estimated taxes and insur-
ance included in each payment dis-
closed, and a statement that the loan
offers payment options, two of which
are shown.

(ii) The dollar amount of the increase
in the loan’s principal balance if the
consumer makes only the minimum re-
quired payments for the maximum pos-
sible time and the earliest date on
which the consumer must begin mak-
ing fully amortizing payments, assum-
ing that the maximum interest rate is
reached at the earliest possible time.

(7T) Definitions. For purposes of this
§1026.18(s):

(i) The term ‘‘adjustable-rate mort-
gage’’ means a transaction secured by
real property or a dwelling for which
the annual percentage rate may in-
crease after consummation.

(ii) The term ‘‘step-rate mortgage’
means a transaction secured by real
property or a dwelling for which the in-
terest rate will change after con-
summation, and the rates that will
apply and the periods for which they
will apply are known at consumma-
tion.

(iii) The term ‘‘fixed-rate mortgage”’
means a transaction secured by real
property or a dwelling that is not an
adjustable-rate mortgage or a step-rate
mortgage.

(iv) The term ‘‘interest-only’ means
that, under the terms of the legal obli-
gation, one or more of the periodic pay-

12 CFR Ch. X (1-1-12 Edition)

ments may be applied solely to accrued
interest and not to loan principal; an
“interest-only loan’ is a loan that per-
mits interest-only payments.

(v) The term ‘amortizing loan”
means a loan in which payment of the
periodic payments does not result in an
increase in the principal balance under
the terms of the legal obligation; the
term ‘‘negative amortization’” means
payment of periodic payments that will
result in an increase in the principal
balance under the terms of the legal
obligation; the term ‘‘negative amorti-
zation loan’ means a loan, other than
a reverse mortgage subject to §1026.33,
that provides for a minimum periodic
payment that covers only a portion of
the accrued interest, resulting in nega-
tive amortization.

(vi) The term ‘‘fully-indexed rate”
means the interest rate calculated
using the index value and margin at
the time of consummation.

(t) ‘“‘No-guarantee-to-refinance’ state-
ment—(1) Disclosure. For a closed-end
transaction secured by real property or
a dwelling, other than a transaction se-
cured by a consumer’s interest in a
timeshare plan described in 11 U.S.C.
101(63D), the creditor shall disclose a
statement that there is no guarantee
the consumer can refinance the trans-
action to lower the interest rate or
periodic payments.

(2) Format. The statement required by
paragraph (t)(1) of this section must be
in a form substantially similar to
Model Clause H-4(K) in Appendix H to
this part.

§1026.19 Certain mortgage and vari-
able-rate transactions.

(a) Mortgage transactions subject to
RESPA—)(i) Time of disclosures. In a
mortgage transaction subject to the
Real Estate Settlement Procedures Act
(12 U.S.C. 2601 et seq.) that is secured by
the consumer’s dwelling, other than a
home equity line of credit subject to
§1026.40 or mortgage transaction sub-
ject to paragraph (a)(b) of this section,
the creditor shall make good faith esti-
mates of the disclosures required by
§1026.18 and shall deliver or place them
in the mail not later than the third
business day after the creditor receives
the consumer’s written application.
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(ii) Imposition of fees. Except as pro-
vided in paragraph (a)(1)(iii) of this sec-
tion, neither a creditor nor any other
person may impose a fee on a consumer
in connection with the consumer’s ap-
plication for a mortgage transaction
subject to paragraph (a)(1)(i) of this
section before the consumer has re-
ceived the disclosures required by para-
graph (a)(1)(i) of this section. If the dis-
closures are mailed to the consumer,
the consumer is considered to have re-
ceived them three business days after
they are mailed.

(iii) Ezception to fee restriction. A
creditor or other person may impose a
fee for obtaining the consumer’s credit
history before the consumer has re-
ceived the disclosures required by para-
graph (a)(1)(i) of this section, provided
the fee is bona fide and reasonable in
amount.

(2) Waiting periods for early disclosures
and corrected disclosures. (i) The cred-
itor shall deliver or place in the mail
the good faith estimates required by
paragraph (a)(1)(i) of this section not
later than the seventh business day be-
fore consummation of the transaction.

(ii) If the annual percentage rate dis-
closed under paragraph (a)(1)(i) of this
section becomes inaccurate, as defined
in §1026.22, the creditor shall provide
corrected disclosures with all changed
terms. The consumer must receive the
corrected disclosures no later than
three business days before consumma-
tion. If the corrected disclosures are
mailed to the consumer or delivered to
the consumer by means other than de-
livery in person, the consumer is
deemed to have received the corrected
disclosures three business days after
they are mailed or delivered.

(3) Consumer’s waiver of waiting period
before consummation. If the consumer
determines that the extension of credit
is needed to meet a bona fide personal
financial emergency, the consumer
may modify or waive the seven-busi-
ness-day waiting period or the three-
business-day waiting period required
by paragraph (a)(2) of this section,
after receiving the disclosures required
by §1026.18. To modify or waive a wait-
ing period, the consumer shall give the
creditor a dated written statement
that describes the emergency, specifi-
cally modifies or waives the waiting
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period, and bears the signature of all
the consumers who are primarily liable
on the legal obligation. Printed forms
for this purpose are prohibited.

(4) Notice. Disclosures made pursuant
to paragraph (a)(1) or paragraph (a)(2)
of this section shall contain the fol-
lowing statement: ‘“You are not re-
quired to complete this agreement
merely because you have received
these disclosures or signed a loan appli-
cation.” The disclosure required by
this paragraph shall be grouped to-
gether with the disclosures required by
paragraphs (a)(1) or (a)(2) of this sec-
tion.

() Timeshare plans. In a mortgage
transaction subject to the Real Estate
Settlement Procedures Act (12 U.S.C.
2601 et seq.) that is secured by a con-
sumer’s interest in a timeshare plan
described in 11 U.S.C. 101(53(D)):

(i) The requirements of paragraphs
(a)(1) through (a)(4) of this section do
not apply;

(ii) The creditor shall make good
faith estimates of the disclosures re-
quired by §1026.18 before consumma-
tion, or shall deliver or place them in
the mail not later than three business
days after the creditor receives the
consumer’s written application, which-
ever is earlier; and

(iii) If the annual percentage rate at
the time of consummation varies from
the annual percentage rate disclosed
under paragraph (a)(5)(ii) of this sec-
tion by more than ¥ of 1 percentage
point in a regular transaction or more
than V4 of 1 percentage point in an ir-
regular transaction, as defined in
§1026.22, the creditor shall disclose all
the changed terms no later than con-
summation or settlement.

(b) Certain variable-rate transactions.
Except as provided in paragraph (d) of
this section, if the annual percentage
rate may increase after consummation
in a transaction secured by the con-
sumer’s principal dwelling with a term
greater than one year, the following
disclosures must be provided at the
time an application form is provided or
before the consumer pays a non-refund-
able fee, whichever is earlier (except
that the disclosures may be delivered
or placed in the mail not later than
three business days following receipt of

593



§1026.20

a consumer’s application when the ap-
plication reaches the creditor by tele-
phone, or through an intermediary
agent or broker):

(1) The booklet titled Consumer Hand-
book on Adjustable Rate Mortgages, or a
suitable substitute.

(2) A loan program disclosure for
each variable-rate program in which
the consumer expresses an interest.
The following disclosures, as applica-
ble, shall be provided:

(i) The fact that the interest rate,
payment, or term of the loan can
change.

(ii) The index or formula used in
making adjustments, and a source of
information about the index or for-
mula.

(iii) An explanation of how the inter-
est rate and payment will be deter-
mined, including an explanation of how
the index is adjusted, such as by the
addition of a margin.

(iv) A statement that the consumer
should ask about the current margin
value and current interest rate.

(v) The fact that the interest rate
will be discounted, and a statement
that the consumer should ask about
the amount of the interest rate dis-
count.

(vi) The frequency of interest rate
and payment changes.

(vii) Any rules relating to changes in
the index, interest rate, payment
amount, and outstanding loan balance
including, for example, an explanation
of interest rate or payment limita-
tions, negative amortization, and in-
terest rate carryover.

(viii) At the option of the creditor,
either of the following:

(A) A historical example, based on a
$10,000 loan amount, illustrating how
payments and the loan balance would
have been affected by interest rate
changes implemented according to the
terms of the loan program disclosure.
The example shall reflect the most re-
cent 15 years of index values. The ex-
ample shall reflect all significant loan
program terms, such as negative amor-
tization, interest rate carryover, inter-
est rate discounts, and interest rate
and payment limitations, that would
have been affected by the index move-
ment during the period.
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(B) The maximum interest rate and
payment for a $10,000 loan originated at
the initial interest rate (index value
plus margin, adjusted by the amount of
any discount or premium) in effect as
of an identified month and year for the
loan program disclosure assuming the
maximum periodic increases in rates
and payments under the program; and
the initial interest rate and payment
for that loan and a statement that the
periodic payment may increase or de-
crease substantially depending on
changes in the rate.

(ix) An explanation of how the con-
sumer may calculate the payments for
the loan amount to be borrowed based
on either:

(A) The most recent payment shown
in the historical example in paragraph
(b)(2)(viii)(A) of this section; or

(B) The initial interest rate used to
calculate the maximum interest rate
and payment in paragraph
(b)(2)(viii)(B) of this section.

(x) The fact that the loan program
contains a demand feature.

(xi) The type of information that will
be provided in notices of adjustments
and the timing of such notices.

(xii) A statement that disclosure
forms are available for the creditor’s
other variable-rate loan programs.

(c) Electronic disclosures. For an appli-
cation that is accessed by the con-
sumer in electronic form, the disclo-
sures required by paragraph (b) of this
section may be provided to the con-
sumer in electronic form on or with the
application.

(d) Information provided in accord-
ance with variable-rate regulations of
other Federal agencies may be sub-
stituted for the disclosures required by
paragraph (b) of this section.

§1026.20 Subsequent
quirements.

disclosure re-

(a) Refinancings. A refinancing occurs
when an existing obligation that was
subject to this subpart is satisfied and
replaced by a new obligation under-
taken by the same consumer. A refi-
nancing is a new transaction requiring
new disclosures to the consumer. The
new finance charge shall include any
unearned portion of the old finance
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